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Embracing the Paradox:
Investing Amid Global Disorder

Key Takeaways

B Investing amid paradox — Geopolitical tensions,
political fragmentation, and questionable U.S.
fiscal dynamics coexist with record equity mar-
kets, robust consumption, and resilient compa-
nies.

Markets resilient despite disorder — Corporate
agility, central bank rate cuts, and the Al revo-
lution are fueling growth and investment, under-
pinning one of the strongest five-month rallies in
decades.

Gold as a stabilizer — Even after strong perfor-
mance, gold remains a key hedge against debt
sustainability concerns, fiscal imbalances, and
geopolitical uncertainty.

Paradox lies at the very heart of human experience
— and investors, being human first, constantly
confront paradoxical situations. Nowhere is this more
visible than today, where geopolitical tensions and
political fragmentation intensify, yet global markets
continue to set records. This dual reality challenges
investors: on one hand, a world fractured by conflict,
polarization, and questionable fiscal paths; on the
other, resilient companies, supportive monetary
policies, and the transformative power of innovation.

We highlighted geopolitical fragmentation in our 4Q
2024 QOutlook, and this theme has only deepened.
The war in Ukraine drags on without resolution. The
world is increasingly polarized, with the United States
facing a Russia—China—India bloc. In Brazil, the Trump
administration has stepped up pressure on Brazilian
institutions in the wake of former president Jair
Bolsonaro’s conviction, while the Middle East remains
shaken by the Israel-Hamas conflict. In Washington,
even independent institutions such as the Federal
Reserve and the Bureau of Labor Statistics (BLS)
have seen their credibility challenged. Meanwhile, the
U.S. debt and deficit trajectory is evolving at a pace
that appears difficult to sustain in the medium to long
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Selective opportunities across regions and
themes — Structural themes such as Al, energy
transition, and reshoring offer long-term growth,
while Swiss equities, European value style, spe-
cialty chemicals, healthcare, Japan, EM (notably
Chinese tech), and Brazil present attractive en-
try points.

Valuations elevated — U.S. large-cap equities
trade at the high end of historical ranges, mak-
ing markets more sensitive to negative catalysts.
We remain tactically underweight U.S. equities,
but see dips as opportunities to rebuild expo-
sure selectively.

term, raising concerns about fiscal sustainability.
And vyet, in sharp contrast, equity markets have
staged one of their strongest rallies in decades. The
S&P 500 has surged nearly 30% in just five months,
the third-largest such advance in 20 years. Despite
weak confidence indicators, U.S. consumption
has remained robust, supported by employment
and household resilience. In Southern Europe and
Emerging Markets, structural reforms undertaken
over the past decade or more are now paying off,
making these economies more resilient than many
expected. The result is not exuberance, but a form of
financial optimism that coexists uneasily with global
disorder.

Why do markets behave this way? Companies have
proven agile in adapting to disrupted supply chains,
volatile geopolitics, and the rapid deployment of
new technologies. Central banks have shifted to
rate cuts, easing financial conditions at a moment
when growth remains robust despite the external
shocks. Above all, the ongoing artificial intelligence
revolution is fueling an unprecedented investment
cycle, reshaping productivity dynamics and driving
capital expenditure across sectors.
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Still, valuations cannot be ignored. U.S. large-cap
equities are expensive by most measures. Forward
PE ratios around 22.5x also place U.S. equities at
the higher end of their historical range. Importantly,
these elevated valuations are not confined to a
narrow part of the market but can be observed
across most sectors. While valuation alone is not a
timing tool, it does increase sensitivity to potential
negative catalysts. In this context, our tactical stance
is underweight U.S. equities, though we would
see any consolidation as an opportunity to rebuild
exposure selectively.

Over the medium to long term, we continue to see
compelling opportunities in structural themes. Al,
power, the energy transition, and U.S. reshoring
are transformations set to shape the investment
landscape for years to come. While we are tactically
cautious on U.S. equities, it is important to underline
that the Al revolution is being driven primarily by U.S.
companies, and this is the segment we continue to
prefer on a structural basis.

Closer to home, Swiss equities now offer a more
attractive re-entry point. Recent headlines on tariffs
and pressure on drug prices weighed on sentiment,
but the risks are more limited than feared: much of
Swiss firms’ U.S. revenue is produced locally, and
exports are concentrated in high value-added, less
price-sensitive segments like pharmaceuticals and
precision industries. As the situation stabilizes,
we see selective opportunities emerging at more
attractive valuations.

Beyond Switzerland, we continue to favor the
European value style and have recently turned more
constructive on the European specialty chemicals
sector. On a relative value basis, Japanese and
emerging market equities — including Chinese
technology — remain attractive. We also see ongoing
potential in healthcare for patient value-oriented
investors. Finally, Brazil, despite political headwinds,
is emerging as a contrarian value opportunity, which
can also be approached through structured products
to calibrate risk and enhance exposure.

We also continue to emphasize the role of gold as a
portfolio stabilizer. Even after a strong rally, the case
for gold remains solid, supported by persistent central
bank demand, lower real rates, fiscal concerns, and
geopolitical uncertainty. In an environment where
debt sustainability is in question and political risks
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abound, gold serves as a vital hedge.

As we move into the final quarter of 2025, investors
face a world of paradox. Disorder and resilience will
continue to coexist, and markets will reflect both
realities. The lesson is not to resist the paradox, but
to embrace it — positioning portfolios with discipline,
patience, and adaptability.



Macro Outlook — United States

Key Takeaways

B Despite recent agreements, trade policy
uncertainty persists, weighing on sentiment.

The Fed has cautiously begun cutting rates,
balancing inflation concerns with a cooling but
stable labor market.

B |nvestment and consumption remain resilient,
supported by robust intellectual property
spending and solid household fundamentals.

Although trade agreements have been signed,
notably with the European Union, and a temporary
truce has been reached with China, uncertainty
surrounding U.S. trade policy remains high. The
possibility of renewed tensions cannot be ruled out.
In this context, businesses, particularly small firms,
report scaling back investment plans, and household
sentiment remains subdued.

Despite  uncertainties  fueled by the Trump
administration’s trade war, rising financing costs,
and weakening business sentiment indicators in
recent years, the U.S. investment cycle has shown
resilience. American exceptionalism remains
intact, particularly due to robust growth in intellectual
property investment. This structural trend fosters
innovation, productivity growth, and potential output
expansion. The current wave of investment in artificial
intelligence reflects and contributes to this trend.

United States: investments
Index, rebased to 100 as of 01/01/2015
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U.S. consumer confidence has been undermined
by successive shocks, persistent inflation, and a

cooling labor market. Still, household consumption
is expected to remain relatively strong. Although
employment growth has clearly slowed compared
to the exceptional pace of recent years, the labor
market remains solid — characterized more by a
slowdown in hiring than by rising layoffs.

Wage growth continues, supported by tight
labor supply conditions, notably due to declining
immigration. At the same time, household balance
sheets remain sound: household debt as a share
of GDP or disposable income continues to decline.
While lower-income households remain more
exposed, the overall financial situation is favorable.

Against this backdrop, consumption growth is
moderating after two years of expansion above trend,
as rising prices and uncertainty around tariffs weigh
on demand. However, thanks to solid fundamentals,
there is no indication of a sharp contraction.

U.S. Household debt
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While fiscal policy is expected to remain
accommodative, the “One Big Beautiful Bill” is not
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expected to significantly boost growth. While tax
cuts may support consumption among lower-income
households, this effect will likely be offset by the
elimination of IRA energy tax credits and reductions
in healthcare spending.

Inflationary pressures are expected to intensify,
driven by the effects of import tariffs and tighter
immigration policies that are exacerbating labor
shortages. While inventory accumulation in the first
quarter has temporarily delayed price increases, the
U.S. economy remains exposed to renewed upward
pressure on prices. This vulnerability is heightened
by the recent depreciation of the U.S. dollar —
particularly against the euro — which is contributing
to higher import costs.

The Federal Reserve is navigating the difficult
trade-off between achieving full employment
and maintaining price stability. This task has
been complicated by a softening labor market and a
resurgence in inflation. In response, the Fed cut rates
by 25 basis points in September, marking its first
move in 2025. Its latest projections suggest additional
cuts are likely in 2025 and 2026. Nevertheless, we
maintain a cautious stance. Inflationary pressures
remain persistent, and while labor market conditions
are easing, they do not suggest a sharp deterioration.
The Fed is likely to remain focused on ensuring that
inflationexpectations remain well-anchored. However,
recent challenges to the Fed’s independence have
introduced uncertainty and contributed to increased
volatility in market expectations.
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Macro Outlook — Euro area

Key Takeaways

Bm Monetary easing and credit rebound are
supporting activity, but high household savings
reflect ongoing uncertainty.

Fiscal stimulus and EU investment funds may
lift growth in 2025-2026, though structural
challenges remain significant.

Despite heightened turbulence in the first half
of the year—primarily driven by escalating trade
tensions and the uncertainty surrounding them —the
European economy has exhibited a degree of
resilience.

Although a trade agreement was concluded
with the United States, the broader trade conflict
continues to exert adverse effects on Europe,
particularly as the industrial sector remains under
strain. This is reflected in the persistent weakness
of Purchasing Managers’ Index (PMI) indicators.
Additionally, the economic outlook is clouded by
increasing uncertainty regarding the trajectory of
the Chinese economy. This is corroborated by the
fact that the most industrialized economies, which
are characterized by a high degree of exposure to
international trade and are exemplified by Italy and
Germany, experienced a contraction in economic
activity during the second quarter.

GDP growth, 2nd Quarter 2025
QoQ, %
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Source: LSEG D: CBH

Monetary policy accommodation is, however,
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The European economy has shown resilience
despite external shocks.

Bond market convergence continues, with
France facing pressure from political and fiscal
risks.

beginning to yield tangible effects, with the rebound
in credit activity contributing to a moderate revival
in economic momentum. Simultaneously, real
wage growth—supported by subdued inflation and
sustained labor market strength—is providing some
support to household consumption. Nevertheless,
this dynamic is offset by ongoing household caution,
as indicated by the persistently high savings rate
across the euro area.

Looking forward, planned increases in defense
spending across Europe, combined with significant
fiscal stimulus in Germany, are expected to provide
renewed impetus to euro area growth in 2025 and
2026. Moreover, the strengthening implementation
of Next Generation EU funds is likely to serve as an
additional supportive factor. That said, the medium-
term growth potential of the European economy
remains constrained by a number of structural
impediments, including weak productivity growth,
insufficient innovation and investment financing,
demographic decline, and persistent market
fragmentation.

Sovereign bond markets in the euro area continue
to exhibitincreased convergenceinyield spreads,
reflecting a narrowing of perceived credit risk across
member states. French government debt has come
under pressure amid rising political instability and
concerns over the credibility of the country’s fiscal
trajectory. In response, Fitch downgraded France’s
sovereign rating from AA- to A+, citing the absence
of a credible path toward fiscal consolidation in the
euro area’s second-largest economy. Importantly,
the sustainability of France’s public debt has not
been fundamentally questioned. Fitch emphasized
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the underlying strength and diversification of the
French economy, along with its structural current
account surplus—factors that reduce vulnerability to
shifts in foreign investor sentiment. In contrast, euro
area convergence was underscored by S&P’s recent
upgrade of Spain’s sovereign rating to A+, reflecting
improvements in the country’s external position and
resilient growth outlook.

More broadly, public debt should not be assessed
solely by its magnitude. Debt can be economically
justified when used to finance growth-enhancing
investments and supported by structural reforms.
In the case of France, investor concerns appear to
focus less on debt levels per se than on political
gridlock and reform stagnation, which constrain the
country’s long-term growth potential.

Euro area: Sovereign spreads
Difference with the 10year-bund, % points
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On the monetary policy front, the European Central
Bank (ECB) has initiated a pause in its easing cycle.
Inflation is stabilizing near the ECB’s target, and
economic activity—while still fragile—has shown
signs of resilience.
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Macro Outlook -

Other advanced economies

Key Takeaways

B UK growth is constrained by trade uncertainty,
and subdued household consumption.

Limited policy space: in the UK, high inflation
and tight fiscal conditions limit policy responses,
while surging gilt yields signal market concerns
over fiscal credibility.

Economic growth in the UK is being held back
by weakening external demand, which is being
driven by the protectionist measures of the Trump
administration and the uncertainty surrounding
them. Investment is being held back by ongoing
trade-related uncertainty and the growing cost
of employers’ national insurance contributions.
Household consumption is expected to remain
subdued. Elevated mortgage financing costs weigh
on consumer confidence, encouraging savings over
spending.

Meanwhile, economic policy options are limited by
stubborn inflation and a lack of fiscal space. In this
context, the Bank of England is likely to maintain
a cautious stance while the government faces the
difficult task of balancing fiscal consolidation with
supporting economic activity.

Adding to the challenge, vyields on 20- and 30-year

United Kingdom 30-Year Bond Yield
%
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Swiss exports and industrial production are
weakening due to U.S. trade tensions, though
services and household demand remain
resilient.

gilts have reached their highest levels since 1998 —
a clear signal of market skepticism toward the
government’s fiscal consolidation plans. The volatility
observed in UK sovereign bond markets since the
beginning of the year underscores the country’s
ongoing fiscal and macroeconomic vulnerabilities.

The Swiss economy has not been immune to the
effects of the ongoing trade war. While GDP grew
by 0.7% in the first quarter—largely supported by
frontloading of U.S. imports in anticipation of tariff
increases—this momentum reversed in the second
quarter. Value creation in the industrial sector, as well
as exports, experienced a marked contraction. The
manufacturing sector has been particularly vulnerable,
reflecting external demand volatility and inventory
adjustments. As a small, highly open economy,
Switzerland is especially vulnerable to protectionist
policies implemented by the United States. Although
the pharmaceutical industry has thus far remained
insulated from tariff measures, overall economic
growth is expected to slow significantly. According
to estimates released by KOF on August 1, the trade
tensions could reduce GDP by between 0.3 and 0.6
percentage points. Nonetheless, a recession is not
currently anticipated.

Industries  with  high U.S.  exposure—such
as watchmaking, precision instruments, and
machinery —face heightened risks, particularly where
firms have limited pricing power. A considerable
number of companies in these sectors may be
compelled to sharply curtail exports to the U.S., or
exit the market altogether. Long-term employment
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losses are projected to range from 7,500 to 15,000
jobs.

In contrast, growth in the services sector has
remained broadly positive. Household consumption
has proven resilient, with consumers maintaining
spending levels despite a generally subdued
economic outlook.

On the inflation front, downward pressures remain
prevalent. The strength of the Swiss franc—
particularly against the U.S. dollar—combined with
declining commodity prices, especially in the energy
segment, has led to a notable reduction in imported
inflation. Conversely, domestic price pressures,
particularly within the services sector, are rising at a
moderate pace, suggesting that underlying demand
remains resilient.

In this context, the Swiss policy rate currently stands
at zero, and the prospect of a return to negative
interest rates has resurfaced. However, the Swiss
National Bank (SNB) appears more tolerant of
currency appreciation than in the past. While the
nominal exchange rate has strengthened, the real
appreciation is less pronounced due to Switzerland’s
relatively subdued inflation compared to its trading
partners.

Moreover, SNB  Governor  Martin ~ Schlegel
emphasized that reintroducing negative interest
rates was difficult, suggesting a cautious approach
to further monetary easing.

Switzerland: CPI contribution

YoY change, %

2019 2020 2021 2022 2023 2024 2025 i

— Headline CPI, %
lilli Domestic goods and services
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Source: LSEG D: CBH
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Macro Outlook — Asia

LC\AELCEWEVS

B Domestic resilience with swift fiscal and
structural reforms defines regional winners.

B Equity markets will likely reward selective
positioning over broad beta exposure.

The Asia-Pacific region expected to see further
unprecedented policy divergence and structural shifts
in 4Q25 that will reshape investment landscapes.
Rather than temporary adjustments, the current
environment suggests a fundamental reordering of
regional growth models, where domestic resilience
becomes the defining characteristic of outperformers.
Currency volatility and trade uncertainty will continue,
but their impact will increasingly differentiate winners
from laggards based on structural adaptability.

China’s Policy Arsenal Prepares for
Full Deployment

China’s authorities are positioning for comprehensive
stimulus rollout as the 15th Five-Year Plan unveiling
in October. The key meeting will likely reveal the full
extent of structural reforms and plan, which covers
the period from 2026-2030. Beyond the current fiscal
expansion, Beijing had demonstrated their readiness
to activate additional stimulus measures should
growth momentum falter below the growth trajectory
targets. The shift to “moderately loose” monetary
policy signals wilingness to abandon traditional
deficit constraints if external pressures intensify.

IMF upgraded China’s GDP outlook to 4.8% this year
compared with a previous forecast for 4% due to
better 1H25 performance that aided by front-loaded
exports and consumer stimulus.  Consumption-
focused initiatives will remain the dominant policy
push, with expanded consumer subsidies potentially
scaling beyond current programs and social safety
net enhancements targeting household confidence
(expanding and improving the pension, health, and
welfare systems). The property sector stabilization
fund under consideration could represent the
missing piece for sustained domestic demand
recovery. Equity markets will likely respond to policy
implementation speed rather than announcement

magnitude, suggesting selective opportunities in
consumption beneficiaries and infrastructure plays.

Japan’s Normalization Cycle Enters
Critical Phase

The Bank of Japan (BoJ)'s interest rate to reach 1% by
end-2025 appears increasingly achievable as wage-
price dynamics strengthen beyond expectations.
Corporate governance momentum will accelerate
with additional share buyback programs and foreign
investor re-engagement expected through year-end.
But the recent resignation of Japan’s Prime Minister
Shigeru Ishiba have injected the near-term political
uncertainty that may complicate the Bod’s rate path.
The LDP is expected to select a new Prime Minister
by late October and the “policy pause” may prompt
the BodJ to adopt a cautious stance by postponing
additional interest rate hikes to avoid destabilizing
markets amid the political shift.

Equity valuations is expected to benefit from multiple
expansion driven by earnings growth acceleration
and improved capital allocation efficiency, especially
if the new PM is capable to demonstrates clear
commitment to economic reform. The technology
sector's Al infrastructure buildout combined
with traditional export competitiveness recovery
underpins sustained earnings momentum into 2026.

India’s Growth Durability Faces
Policy Constraints

The Reserve Bank of India (RBI) will likely maintain
its extended pause stance after an aggressive
easing totalling 100bp through 2025, as inflation
projections to be 3.1% for fiscal year 2025 to March
2026. But the RBI could take step with further CRR
reductions to ensure adequate liquidity support
without additional rate cuts especially in light of the
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trade uncertainty with US. Although the real impacts
from the high trade tariff rate may be limited given
the US accounts for just 18% of India’s exports, the
trade uncertainty may dampen the foreign investors
inflows and disruption of supply chains. Domestic
growth engines remain intact with infrastructure
investment and digitalization initiatives sustaining
momentum and could somewhat buffer the trade
shocks. In a nutshell, prolonged trade tensions
likely introduce an elevated risk premium on India’s
equities, target returns reflect selective opportunities
rather than broad market appreciation with focus
on companies with domestic focus, strong pricing
power and resilient balance sheet.

Valuation Support Remains Compelling Across
the Region

Albeit market outlook hinge on the global trade
development, policy trajectory and domestic growth
momentum sustainability, valuations on Asian equity
markets continue trading at discounts to historical
valuations, with most major indices 20-40% below
their recent peaks, highlighting the disconnect
between valuations and improving corporate metrics.
Looking ahead, the fourth quarter will determine
whether current policy divergences represent
temporary adjustments or permanent structural
shifts. China’s comprehensive stimulus deployment,
Japan’s normalization acceleration, and India’s
growth sustainability will shape regional dynamics
well beyond 2025. Selective equity exposure favoring
domestic resilience themes over trade-sensitive
sectors appears the most prudent positioning as
uncertainty transitions from temporary disruption to
structural reordering.
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Macro Outlook — Brazil

Key Takeaways

B Brazil faces a cyclical slowdown without outright
recession, but fiscal fragility remains a central
risk.

The Selic rate is expected to stay elevated,
keeping Brazil among the highest real-rate
economies globally.

Economic Outlook: Cyclical Slowdown with
High Real Rates.

The Brazilian economy is going through a cyclical
slowdown, with clear signs of cooling in activity,
especially in credit-related sectors, while income-
linked segments sustain part of consumption.
Unemployment shows a slowdown in the creation of
formal jobs, but wages remain high, which provides
some support to domestic demand. In addition,
household default has been marginally increasing
and has reached its highest level since 2013. Inflation
has been easing at the margin, especially in low-
income segments, driven by industrial goods and
tradables, but services core inflation remains under
pressure. Nevertheless, inflation is still detached from
the target, and the Central Bank is likely to keep the
yield rate higher for longer. The market expects cuts
to begin only in early 2026, with the Selic around
12.5% by year-end, a level that would keep Brazil
among the countries with the highest real interest
rates in the world.

Political Landscape: Institutional Tension
and 2026 Elections.

From a political standpoint, the environment remains
marked by institutional tension and high electoral
uncertainty. The conviction of former President Jair
Bolsonaro and the low probability of amnesty remove
him from the center of the 2026 race, opening
space for a reorganization of the right. The current
government, in turn, faces high disapproval levels
(around 50% in the latest polls), pressured by food
inflation and a scandal involving fraud in the social
security system that allegedly included improper

|13

B Political uncertainty ahead of the 2026 elections,
combined with institutional tension, constrains
reform capacity.

benefit payments, despite a recent marginal
improvement in popularity. Furthermore, the backlash
against President Donald Trump’s imposition of trade
tariffs on Brazilian products reignited the domestic
debate over the country’s external vulnerability and
led the government to reinforce rhetoric around
defending national sovereignty and diversifying
strategic partnerships. The outlook through 2026 is
one of intense political fragmentation and polarization
between left and right, with direct impacts on the
government’s ability to pass structural reforms in
Congress.

Fiscal and External Accounts: Persistent Fragility.

On the fiscal side, the debt trajectory remains a
central concern. The persistence of an expansionary
policy, combined with the government’s difficulty
in building a solid base in Congress, pressures
long-term expectations and keeps the yield curve
steep. The 2026 scenario appears binary: an
institutional shift and greater fiscal discipline could
allow risk premiums to compress and local assets
to appreciate; otherwise, the perception of fragility
would solidify. On the external front, the deteriorating
current account exposes the economy’s dependence
on foreign direct investment. In the FX market, the
global trend of a weaker dollar is offset by worsening
domestic fundamentals and fiscal risks, limiting room
for a sustainable appreciation of the Real.

Growth and Trade: Limited Macro Impact
from U.S.

Tariffs. Growth projections have been revised
downward, with expectations of cooling activity
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without characterizing a recession, as consumption
and credit show signs of losing momentum. The
introduction of U.S. tariffs on Brazilian products
should have a limited macroeconomic impact, given
the relatively closed profile of the economy and
diversified exports, but it poses microeconomic risks
for specific sectors such as orange juice, coffee,
proteins, footwear, and aviation (through the national
company Embraer). Of these sectors, only orange
and aviation were exempted from the tariff package.
The government’s chosen response was a tax waiver
aimed at mitigating the impact of tariffs on affected
companies, which further underscores fiscal fragility.
An additional risk is that the U.S. Secretary of State
Marco Rubio threatened to impose new tariffs on
Brazil in retaliation for the arrest of former President
Jair Bolsonaro.

Markets: Cheap Valuations but Risk Premiums
Remain High.

Brazilian assets remain cheap compared to global
peers, when observed in P/E and P/B multiples versus
return on equity and dividend yield. However, the risk
premium on long-term NTN-Bs (relative to US TIPs)
remains elevated, capping more significant upside
for equities. Three pillars support the attractiveness
of the local market: the prospect of the start of a rate-
cutting cycle, discounted valuations across several
asset classes, and corporate earnings, with positive
surprises in profits and revenues. Nevertheless,
there are not enough macroeconomic fundamentals
to justify a structural shift in the economy. So far,
momentum has been driven by foreign capital
inflows into the broader emerging markets basket,
while local institutional investor allocation to equities
remains at historic lows.

Brazil current account balance
USD, billions

2021 2022 2023 2024 2025

— Total

M Goods balance

B Services balance

B Primary income balance

B Secondary income balance
Source: LSEG D: CBH
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Conclusion: Selectivity Required Amid
High Uncertainty.

In summary, Brazil combines an orderly slowdown
cycle without recession but with relevant risks in
fiscal policy and the external sector. This context
supports opportunities in NTN-Bs and discounted
equities but requires discipline and selectivity in the
face of an uncertain political environment and high
real interest rates.



Macro Outlook — Commodities

LCYAELCEWEVS

B The ongoing pressures on the Federal Reserve’s
autonomy, along with the persistent market
uncertainties, are contributing to a sustained
high demand for gold.

Despite geopolitical tensions, oil prices are
trending downward due to sustained supply and
weakening demand amid the broader economic
slowdown.

Over the past quarter, gold prices reached new
highs, supported by the Trump administration’s
repeated attacks on the Federal Reserve'’s
independence and growing concerns over the
trajectory of public finances, not only in the United
States but also in Europe and Japan.

Gold, long regarded as a hedge against inflation, has
benefited from the fear that political pressure on the
Fed could lead it to adopt a more accommodative
monetary policy than economic fundamentals would
otherwise justify. Market participants fear that a
perceived weakening of the Fed’s independence
could result in premature rate cuts, which would fuel
upward pressure on long-term inflation expectations
and erode confidence in U.S. Treasuries.

Although indicators measuring uncertainty around
U.S. trade policy have declined, reflecting the
implementation of trade agreements with some key
partners, the situation remains volatile. This persistent
uncertainty continues to drive investors toward gold
as a safe-haven asset.

In parallel, central banks have significantly increased
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their gold holdings in recent years as a hedge
against rising geopolitical risks and as part of a
broader strategy to diversify away from U.S. dollar-
denominated assets. This trend accelerated notably
after the Russian central bank’s reserves were frozen
in 2022, prompting many monetary authorities to
reassess the security and composition of their foreign
exchange reserves.

Since the beginning of the year, the price of gold
has increased by 38%, surpassing $3,600 per troy
ounce. According to Goldman Sachs, prices could
approach $5,000 per ounce if sustained political
pressure undermines the independence of the U.S.
central bank.

During the first half of 2025, the average price of
Brent crude declined to $71 per barrel. Price volatility
resurfaced in June 2025 amid heightened tensions
in the Middle East. Since early 2025, however, oil
prices have trended downward, reflecting a weak
global economic environment that is dampening
demand. This trend is occurring alongside the
gradual reintroduction of barrels previously withheld
from the market by OPEC+. This trend is expected
to continue in the coming months, as oil supply will
significantly outpace demand.

Several risks beyond significant geopolitical tensions
and potential conflicts around the world— particularly
in the Middle East near the Strait of Hormuz—
remain critical to this outlook. Resolving the war in
Ukraine could lower prices by easing sanctions on
Russia. Conversely, further deterioration in U.S.-
Russia relations could lead to intensified sanctions,
restricting supply and pushing prices up.

Additionally, the increasing frequency of extreme
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weather events in the United States, such as
hurricanes in Florida and polar vortexes in Texas,
poses risks to the world’s largest oil producer and,
consequently, to global oil prices.

Crude Oil WTI
USD price per barrel
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Key Macro Data & Forecasts

Annual 2024
2023 2024 2025e  2026e Q1 Q2 Q3 Q4
United States
Real GDP 2,9 2,8 1,6 1,5 1,6 3,0 3,1 2,5
Private consumption 2,5 2,8 1,9 1,6 1,9 2,8 3,7 4,0
Investment 2,4 3,7 2,8 1,0 6,5 2,3 2,1 -1,1
Domestic demand (contribution, %pt) 2,8 3,2 2,1 1,5 2,8 2,9 38 3,1
Inventories (contribution, %pt) -0,4 0,1 -0,1 -0,2 -0,5 1,1 -0,1 -0,9
Net exports (contribution, %pt) 0,5 -0,4 -0,3 0,2 -0,7 -1,0 -0,6 0,3
Inflation (CPI, %yoy) 4.1 3,0 3,0 2,8 3,2 3,2 2,7 2,7
Unemployment rate (%) 3,6 4,0 4,3 4,4 3,8 4,0 4,2 41
Euro area
Real GDP 0,5 0,8 0,7 1,1 0,5 0,5 0,9 1,3
Private consumption 0,5 1,2 1,2 1,3 0,9 0,7 1,3 1,8
Investment 2,0 =21l 3,5 1,9 =151 -3,2 =148 22
Domestic demand (contribution, %pt) 1,0 0,7 1,5 1,3 0,6 0,2 0,9 1,0
Inventories (contribution, %pt) -0,8 -0,3 -0,1 -0,1 -0,8 -0,8 0,1 0,4
Net exports (contribution, %pt) 0,3 0,4 -0,8 -0,2 0,7 1,0 -0,1 -0,1
Inflation (HICP, %yoy) B 2,4 2,1 2,0 2,6 2,5 2,2 2,2
Unemployment rate (%) 6,6 6,4 6,4 6,4 6,6 6,4 6,3 6,3
China
Real GDP 5,4 5,0 4,7 4,3 1,4 1,0 1,3 1,6
Unemployment rate (%) 5,1 5,1 5,1 51 52 5,0 51 51
Inflation (CPI, %yoy) 0,2 0,2 0,1 1,0 0,0 0,3 0,5 0,2
Trade 1,0 3,5 1,7 1,9
Forecasts — Rates
Actual Target Last 5 years
Policy rate 09/25 3M 12M High Low
Fed funds (upper) 4,25 4,00 3,50 5,50 0,25
ECB deposite rate 2,00 2,00 1,75 4,00 -0,50
10-year rate
Us Treasury 4,07 4,30 4,50 4,83 0,68
German Bund 2,68 2,60 2,50 2,88 -0,62
FX
EUR/USD 1.19 1,17 1,22 1,22 0,98
EUR/CHF 0,93 0,95 0,97 1,10 0,93
USD/JPY 146,99 151,00 137,00 157,73 103,12
GBP/USD 1,37 1,32 1,42 1,41 1,12
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Asset Class Views

These asset class views have a 3 to 12 month horizon.

Where there has been a change since the last Quarterly Insight, the dot ( [+]) indicates the previous view. These
views should not be regarded as portfolio recommendations. This summary of our individual asset class views
indicates the strength of conviction and relative preferences across a broad range of assets, but is independent of

portfolio construction considerations.

Fixed Income
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This content provides a snapshot of the current market environment and is not intended to predict or guarantee
future results. It should not be regarded as investment research or advice on specific funds, strategies or securities.
Past performance is not a guide to future results. Any forecasts, projections or targets mentioned are for illustrative
purposes only and are not guaranteed to be accurate or achieved.
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Asset Allocation

The Case for Allocating to International Equities

Key Takeaways

B Portfolio construction must adapt to today’s re-
alities, including rising geopolitical fragmentation
and extreme equity market concentration.

With U.S. exceptionalism fading and the dollar
cycle potentially having peaked, dollar-based
investors stand to gain from the currency
diversification that international equities provide.

In today’s fast-evolving financial markets, two
structural forces—geopolitical fragmentation and
extreme equity market concentration—make it
essential to adapt portfolio construction for greater
robustness. Against this backdrop, the allocation to
international equities has garnered renewed attention.
While U.S. equities have historically dominated
global portfolios, the shifting dynamics of the global
economy suggest that investors may benefit from a
more diversified approach, strengthening the case
for increased geographic diversification over the past
five years.

Performance of US and International Equities since

Inauguration Day
Emerging Markets Have Strongly Outperformed in 2025
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For a U.S. dollar-based investor holding a classic
60/40 portfolio, approximately 38% of assets
are allocated to U.S. equities, with the so-called
“Magnificent Seven” alone representing 12% of the

21

Expanding exposure beyond U.S. equities en-
hances diversification across economic cycles,
sectors, investment styles, and themes.

International equities offer more attractive long-
term return potential, supported by relatively
cheaper valuations.

portfolio. While the enormous market capitalizations
of these stocks reflect their growth and profitability,
such concentration also introduces meaningful
risk. From this starting point, portfolio managers
face a choice: track the benchmark regardless
of concentration, or adopt a more disciplined
approach that emphasizes risk management and
diversification. At a minimum, investors should
reassess the benefits of broadening equity exposure
beyond the U.S. to reduce concentration risk and
enhance portfolio resilience.

Increasing exposure to international equities offers
several tangible diversification benefits. Economic
cycles across regions are not perfectly correlated,
helping to smooth portfolio performance and reduce
reliance on a single market driver. It also mitigates
concentration risk, particularly the dominance of U.S.
equities and the “Magnificent Seven.” U.S. equity
markets are heavily tilted toward technology and
growth styles, with the Al theme alone accounting
for more than 40% of the S&P 500. Diversifying
internationally not only provides broader sector
and style exposure, including value and defensive
sectors, but also reduces concentrated exposure
to high-profile themes like Al, which some investors
debate could develop into a bubble. Together, these
factors make portfolios more resilient to shifts in U.S.
policy, sentiment, sector-specific risks, or speculative
themes.
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Beyond diversification, international markets also
present compelling return opportunities. Valuations
outside the U.S. are generally less stretched, creating
greater potential for long-term performance. Lower
starting valuations tend to support higher expected
long-term returns because investors pay less for
each unit of economic output, leaving more room for
price appreciation as earnings grow. Many of these
markets are also less efficient, which gives active
managers more scope to generate alpha. Finally,
a weakening U.S. dollar adds another tailwind, as
currency diversification can enhance both returns
and resilience.

Relative Valuation of International Equities vs US Equities
Stocks Outside of the US Offer Attractive Valuations
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Balancing Risk, Seizing Opportunities

At the portfolio level, we keep overall risk close to
neutral, with our underweight in equities offset by our
overweight in credit. That said, we are considering
tilting further toward cyclical exposures given our
constructive outlook for risk assets. At the same
time, we continue to emphasize active management
and portfolio robustness to guard against unforeseen
shocks.

Within fixed income, we continue to favour credit
risk over duration risk, as uncertainty around the
rate outlook varies significantly along the curve. For
now, we hold duration close to neutral at around four
years. Credit remains a key overweight, with high
yield and corporate hybrids offering, in our view, a
compelling short-term risk/return profile.

In equities, we remain underweight—particularly
in U.S. equities—given stretched valuations and
heightened political noise. However, if markets
experience a healthy correction, we would see scope
to reallocate part of our credit overweight into U.S.

CBH Investment Management | Quarterly Insight 4Q25

equities at more attractive entry points.

Beyond traditional assets, we seek tactical exposure
to volatility premia, both as a hedge against talil
risks and to express our view that today’s subdued
volatility regime is unlikely to persist. Gold remains
our preferred antifragile asset, and despite its sharp
rally, we still see scope to add further.
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Equities

Al Momentum, Stretched Valuations, and the Appeal of

International Equities

Key Takeaways

B The market's significant exposure to Al as a
structural growth theme should provide resil-
ience amid softening macro conditions.

Europe and Japan offer diversification benefits
with attractive valuations and supportive struc-
tural tailwinds.

Despite the volatility in the first half of the year, global
equities have recovered strongly from trade war
disruptions, with most major indices posting double-
digit year-to-date gains. Positive sentiment has
been underpinned by robust corporate earnings—
particularly in technology and Al-linked sectors—
and by renewed inflows into emerging markets,
including China. The narrative remains dominated by
expectations of an imminent U.S. Federal Reserve
rate cut, though investors remain wary that the
accompanying guidance could temper dovish hopes
and trigger volatility. Elevated valuations, especially
among U.S. large-cap tech, remain a concern,
while renewed inflationary pressures, a spiralling
U.S. deficit, and persistent geopolitical risks provide
additional headwinds. Against this backdrop, we
maintain a tactical underweight in U.S. equities,
preferring to await opportunities that a likely pullback
may present. We continue to prioritize portfolio
resilience through geographic diversification and
active management.

US Stocks Poised on Al Momentum and
Earnings Strength

The S&P 500 has surged more than 30% since
the April 9th low, marking its strongest five-month
performance in about two decades outside of
recessionary periods, as markets climbed the
post-tariff “wall of worry.” Through the summer,
US equities extended their rally on the back of a

23

U.S. equities remain supported by strong earn-
ings growth expectations, despite stretched val-
uations.

Emerging markets benefit from weaker USD,
easier monetary policy, and compelling relative
valuations.

constructive Q2 earnings season. Earnings delivery
has been supported by Al adoption, resilient
consumer spending, robust capital investment, and
a weaker dollar. More recently, the market received
an additional boost from increased expectations of
an imminent Fed rate cut in September.

Looking ahead, consensus expects earnings to
grow by 13% in 2026, with all sectors contributing.
Technology, the largest US sector, remains the
standout, with projected EPS growth of 20%, while
materials and energy are forecast to deliver the
second- and third-strongest growth at 17% each.
Notably, the spread in EPS growth between the
“Mag-7” and the rest of the S&P 500 is narrowing,
signalling an improvement in earnings breadth. While
we share some of the consensus’s medium-term
optimism for US equities, we also see downside
risks to these projections, as sustaining the current
earnings trajectory is likely to become more
challenging without stronger activity momentum.

Nonetheless, the Al supercycle and its accompanying
narrative give us reason to maintain a medium-
term positive outlook for equities, looking beyond
stagflation concerns. The Al-driven cohort continues
to dominate: about 30 Al-focused companies now
comprise more than 40% of the S&P 500’s market
capitalization and have been responsible for a
substantial majority of the index’s earnings growth
since late 2022.
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International Equities Poised to Thrive Amid
Diverging Macro and Valuation Dynamics

Since mid-May, European equities have been in
a healthy consolidation phase after a strong rally
earlier this year. While the momentum that prevailed
in Q1 has moderated, we continue to see several
supportive factors. First, the macro backdrop should
accelerate as fiscal stimulus takes hold, with rising
defense and infrastructure spending set to boost
growth from next year. Second, relative valuations
versus the US remain attractive, reinforcing the case
for European equities in global portfolios. On the
other hand, there are also notable headwinds. The
Eurozone’s agreement with the Trump administration
on a 15% tariff rate carries less benefit than initially
perceived, given commitments to purchase US
defense equipment as part of budgeted outlays,
which could dilute the fiscal impulse. Absolute
valuations for the Stoxx Europe 600 have now
normalized and no longer appear inexpensive versus
history. Finally, political risk persists, particularly
in France, while broader geopolitical uncertainty
remains elevated. The war in Ukraine shows little
sign of resolution, despite Donald Trump’s stated
ambition to broker a deal.

While Japanese equities are often characterized as
a value market, at 16x next-twelve-month earnings
they are currently trading above their 15-year
average. In many respects, the value case for Japan
resembles that of Europe, though return on equity
remains higher in the latter. Valuation considerations
aside, we maintain a moderately optimistic long-
term outlook for Japanese equities. The market
continues to benefit from robust share buybacks and
a supportive macro backdrop, particularly through
positive wage growth. Structural reforms remain

Emerging Markets vs US Dollar
EM Outperformance Tied to USD Weakness
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a key tailwind: corporate governance initiatives
from the Tokyo Stock Exchange are incentivizing
companies to enhance return on equity, reinforcing
profitability trends. Finally, global positioning in
Japanese equities is still relatively muted, with foreign
inflows modest compared to past Abenomics-era
surges, leaving scope for increased participation.

The trajectory of the US dollar remains a key swing
factor for emerging market equities. Historically, EM
has outperformed during periods of USD weakness.
While the dollar has already depreciated meaningfully
this year, we expect it to remain broadly under
pressure as the US growth—inflation mix deteriorates.
In contrast, macro conditions across emerging
markets are set to improve, with 19 of 21 EM central
banks expected to cut rates in 2H25, providing a
supportive monetary backdrop. Global investors
have begun to take notice, as recent weeks have
seen renewed inflows into EM equities. Valuations
further strengthen the case: EM stocks continue
to trade at a meaningful discount to developed
markets, even after reaching a trough in relative
valuation in November 2024. After four consecutive
years of underperformance, EM equities appear well
positioned to regain momentum, with opportunities
extending beyond the well-established China Tech
trade.

Short-Term Caution, Medium-Term Optimism

Overall, our outlook for equities remains constructive
over the coming quarters, provided stagflationary
fears do not escalate. Resilient earnings growth and
improving revisions should continue to act as powerful
tailwinds. However, in the near term we remain
cautious, as most equity markets look stretched
on valuations. U.S. equities, in particular, trade at
historically expensive levels, and their premium
over the rest of the world remains elevated. We are
also mindful that excessively bullish sentiment—
particularly around U.S. stocks—could fuel volatility.
Indeed, the Q2 reporting season revealed an
asymmetry in market reactions: companies beating
EPS expectations saw only muted gains (+0.3% on
average), while those missing estimates suffered
significant declines (-5.7% on average). This dynamic
reflects stretched sentiment after the strong rally
from the April correction, leaving equities vulnerable
to profit-taking.
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Fixed Income

Lock in still-attractive all-in yields in corporate bonds

as the Fed resumes cutting rates

LCYAELCEWEVS

B Maintain credit risk exposure over interest rate
risk to capture steady income and potential
capital appreciation.

Short-term high-yield and corporate hybrid
bonds remain well-supported by strong
fundamentals and favourable technicals.

Still attractive all-in yields in credit

Credit markets remain resilient, supported by the
favorable macro backdrop and solid corporate
fundamentals that have also propelled equities to
new highs. Corporate fundamentals are robust,
providing companies with resilience against any near-
term economic slowdown. At the same time, strong
investor demand for income-generating assets and
limited new issuance are supporting corporate bond
markets. Earnings growth and expanding profit
margins, alongside easy financial conditions and
low leverage are supporting extremely tight spreads
across both investment-grade and high-yield issues.
That said, despite historically tight credit spreads,
the combination of steady coupon payments and
potential for price appreciation makes the total return
profile of corporate bonds particularly compelling. As
such, we continue to favor corporate bonds over
government bonds as the main source of income.

Within investment grade corporate bonds, we
recommend focusing on intermediate maturities
of five to seven years. This segment provides
consistent coupon income while also allowing
active investors to capture capital gains through
“roling down the curve,” where bonds naturally
appreciate as they approach maturity in an upward-
sloping yield environment. This approach balances
income generation with the potential for moderate
price appreciation, making intermediate maturities
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Lock in attractive yields in corporate credit
amid supportive fundamentals and limited
new issuance.

Keep US Treasury duration near neutral while
maintaining a positive view on Treasury Infla-
tion-Protected Securities.

particularly attractive in the current environment.

In the high yield segment, we remain constructive
on short-term and floating-rate bonds. Given
our expectation that the U.S. economy will avoid
a recession over the coming quarters, these
instruments offer attractive absolute yields while
historically exhibiting low default rates. We also
continue to see value in corporate hybrid bonds,
which provide vyields approaching those of high-
yield debt but with lower default risk, given that most
issuers are large, investment-grade listed companies.
The higher income reflects the subordinated nature
and specific structural features of these instruments
rather than weaker credit quality. Another advantage
is that the market is largely composed of European
names in more defensive, non-cyclical sectors such
as utilities and telecommunications.

The outlook for emerging market hard currency debt
has improved, with many economies continuing to
post stronger growth prospects than developed
peers. Many central banks across the region are
expected to cut policy rates in the second half of
2025, easing domestic financing conditions and
supporting growth momentum. Strengthening credit
metrics and positive rating trends further reinforce
confidence in the resilience of the asset class. In
addition, lower U.S. interest rates and a modestly
weaker dollar should reduce external financing
pressures and encourage capital inflows. Historically,
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periods of dollar softness have enhanced debt
sustainability and boosted investor demand for
emerging market bonds. Alongside these tailwinds,
the asset class continues to offer attractive carry,
combining appealing vyields for income-seeking
investors with scope for capital gains in a supportive
macroeconomic and monetary environment.

Intermediate US Treasuries and TIPS preferred

The Federal Reserve lowered interest rates by 25
basis points at the September meeting and signaled
the possibility of further cuts later this year, though
committee views differ on the pace and extent of
easing. The decision reflects concerns over near-term
risks to growth and employment, effectively front-
loading cuts to support the economy. At the same
time, updated economic projections show stronger
growth, lower unemployment, and persistently
high inflation, creating a tension between the need
for easing and the broader economic outlook. The
Fed appears confident that these cuts will bolster
activity without triggering runaway inflation. As a
result, short-term interest rates are likely to decline
further, while long-term rates may remain elevated
and volatile, supported by fiscal pressures and bond
vigilantes. This divergence is expected to steepen
the U.S. Treasury yield curve in the coming months.
Fed cuts will also reduce the appeal of cash deposits,
making Treasury yields more attractive. We expect
the 10-year Treasury yield to trade between 4.20%
and 4.80% through year-end.

Slope of the US Yield Curve

Drivers of Curve Steepening: Monetary Easing vs. Bond Vigilantes
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We maintain a positive view on U.S. Treasury Inflation-
Protected Securities (TIPS), reflecting expectations
for near-term inflationary pressures. Consumer and
producer prices are likely to be supported by tariff-
related pass-through and resilient services inflation. In
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addition, persistent fiscal imbalances and uncertainty
around the inflation trajectory are expected to sustain
breakeven inflation, reinforcing the case for TIPS in
the coming months.
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Forex

Greenback Set to Remain Under Pressure from Macro, Politics,

and Fed Policy

LCYAELCEWEVS

M USD faces pressure from slowing growth,
persistent inflation, and cyclical fragility, despite
no imminent U.S. recession.

Political  risks, including potential Fed
interference, add further downside pressure,
reinforcing expectations of continued U.S. dollar
weakness.

We maintain a cautious mid-term view on the U.S.
dollar, driven primarily by cyclical considerations
but increasingly supported by structural factors.
While a U.S. recession is not imminent, the macro
backdrop leans toward stagflation, with slowing
growth colliding with sticky inflation. Indicators such
as weaker ISM surveys, slower payroll gains, and
softer retail sales point to a deceleration in economic
activity, highlighting the fragility of the cycle. Adding
to these cyclical pressures, hedging flows from U.S.
multinationals repatriating overseas earnings and
global reserve managers diversifying away from
dollar assets continue to exert downward pressure.
Some international investors are also hedging their
exposure to U.S. assets after a period of strong U.S.
asset and dollar performance.

In contrast, the European outlook is gradually
improving. Although trend growth remains muted,
an easing fiscal and policy backdrop—especially
potential German flexibility and broader European
defence commitments—is lowering the bar for
positive surprises, supporting European assets and
helping reduce the euro’s long-standing structural
risk premium.

Against this backdrop, the Fed has little choice but
to continue cutting policy rates to support growth.
By contrast, the ECB and other major central banks
appear much closer to the end of their rate-cutting
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Fed rate cuts, multinational hedging flows,
and global diversification weigh on the dollar,
supporting a broadly bearish outlook into 2026.

EUR/USD is expected to rise toward 1.20,
driven primarily by dollar softness; a positive
euro catalyst is needed to push higher.

cycles. At the same time, the Bod is expected
to remain on a path of gradual tightening. This
divergence in policy trajectories supports our view
that yield dynamics will continue to drive a broadly
bearish outlook for the U.S. dollar into 2026.

EUR/USD vs Yield Spread
The Yield Differential Remains a Primary Driver of EUR/USD
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In our view, political interference—whether through
trade policy, the currency narrative, or threats to Fed
independence —adds an additional layer of downside
risk forthe U.S. dollar. The administration has signalled
a strong preference for significantly lower interest
rates, seeing easier financial conditions as a tool to
support growth and manage fiscal challenges. This
stance reinforces market expectations of continued
Fed accommodation, contributing to a softer dollar
profile. President Trump’s August 25 decision
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to dismiss Fed Governor Lisa Cook has further
heightened concerns about threats to the Fed’s
independence. While the case is likely to reach the
Supreme Court, it underscores the administration’s
wilingness to intervene aggressively in monetary
policy. Markets have so far shown little reaction, but
we believe the risk of further interference will become
a defining theme for the remainder of Trump’s term,
and that the implications for Fed independence
remain underappreciated by investors.

Against this backdrop, we continue to expect
EUR-USD to rise to 1.20 in the medium term, a
view driven largely by dollar weakness rather than
inherent euro strength. A sustained move beyond
1.20 would require a clear EUR-positive catalyst
and a more compelling euro-area narrative, such as
evidence that fiscal stimulus is materially boosting
growth. Conversely, potential triggers for a sustained
greenback rebound include a resurgence of the
U.S. exceptionalism narrative due to stronger-than-
expected data, renewed macro weakness in the
Eurozone if German fiscal stimulus fails to deliver
meaningful growth support, rising U.S. inflation
prompting a hawkish repricing of the Fed’s policy
path, or an escalation in geopolitical tensions that
restores the dollar’s safe-haven appeal.

JPY Outlook: Political Change and Cyclical
Support Amid Fed-BodJ Divergence

On September 7, 2025, Japanese Prime Minister
Shigeru Ishiba resigned following significant electoral
defeats that left the Liberal Democratic Party (LDP)
without a majority in both houses of parliament.
Facing internal party pressure and declining public
support, Ishiba stepped down to prevent further
divisions within the LDP. Leadership elections are
expected in early October, but near-term political
uncertainty is likely to weigh on Japanese assets.
Although the yen’s short-term trajectory may be
influenced by the policies of the incoming leadership,
USD/JPY remains more sensitive to global factors
and U.S. monetary developments than domestic
politics.

Cyclical factors continue to provide support for
the yen. The combination of the Fed resuming its
rate-cutting cycle and the prospect of Bod hikes
is expected to narrow the U.S.-Japan interest rate
differential, enhancing the yen’s appeal. Lower short-
term U.S. yields may also encourage Japanese
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investors to hedge their dollar assets, as hedging
costs ease. Together, these dynamics underpin
medium-term cyclical support for the currency amid
ongoing global uncertainty.

Looking ahead, an October Bod rate hike is
currently seen as roughly a 50% probability, with
recent commentary from officials supporting that
view. Q2 GDP surprised to the upside, and wage
growth—though slowing—remains consistent with
the inflation target, while continued yen weakness
adds pressure for tighter policy. Bod board member
Junko Nakagawa has emphasized that a hike would
be appropriate if the outlook holds. Meanwhile, U.S.
Treasury Secretary Scott Bessent has criticized BoJ
policy as a driver of yen undervaluation, suggesting
that a rate increase could also strengthen Japan'’s
negotiating position in trade discussions with the
U.S. on tariff reductions.

GBP Outlook: Fiscal Pressures and Rising
Inflation Cloud Sterling’s Near-Term Prospects

With fiscal and structural factors resurging a key
drivers of G10 FX dynamics, the UK’s fiscal challenges
have re-emerged as a major headwind for sterling.
A persistent fiscal premium is likely to weigh on the
currency at least until the November 26 Budget.
Adding to the negative backdrop, long-term inflation
expectations are rising, pushing yields higher and
complicating the policy outlook. While this may force
the BoE to adopt a less dovish stance than markets
anticipate, relatively firm short-term rates are unlikely
to provide much support for the pound if they are
accompanied by a stagflationary environment.

CHF Outlook: Defensive Safe-Haven Appeal
Offsets Short-Term Tariff Headwinds

The 39% U.S. tariff on Swiss goods came in well
above the 31% initially feared, with estimates
suggesting it could reduce Swiss GDP by around
1% over the medium term. This represents a clear
short-term cyclical headwind for the franc. However,
our bullish view on the currency is primarily driven
by its defensive qualities rather than cyclical
factors. Looking ahead, the franc is likely to remain
supported by its safe-haven appeal amid ongoing
global economic and political uncertainty. Potential
risks, such as negative SNB rates or FX intervention,
could generate temporary volatility but are unlikely
to fundamentally alter the franc’s structural resilience.
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Disclaimer

This publication is for information purposes only and does not
constitute any offer, inducement, and recommmendation by CBH
Compagnie Bancaire Helvétique SA (hereinafter “CBH”) or any
other members of its Group. Particularly, this publication does
not constitute a prospectus nor is it construed as an investment
advice or investment proposal. This publication does not create a
banking relationship between you and CBH either. For investment
advice, you should consult an investment advisor.

This publication is general information based on proprietary
knowledge, information provided by third parties, and publicly
accessible sources. It is not solely the result of independent
financial research, therefore the legal requirements regarding the
independence of financial research do not apply. The information
and opinions expressed in this publication were published by CBH
as of the date of writing and are subject to change without notice.
In particular, any prices indicated are current as of the date of this
publication are also subject to modification without notice.

Investments in the asset classes mentioned in this publication
may not be suitable for all recipients and may not be available
in all countries. This publication is not directed to, or intended
for distribution to or use by any person or entity who is a citizen
or resident of, or located in, any locality, state, country or other
jurisdiction where such distribution, publication, availability or
use would be contrary to law or regulation. This publication has
been prepared without taking account of the objectives, financial
situation or needs of any particular investor. Before entering into
any transaction, investors should consider the suitability of the
transaction to individual circumstances and objectives.

Please note that the value of investments and the income from
them may fall as well as rise and is not guaranteed, therefore they
may not get back the original amount invested; the value of an
investment may fall suddenly and substantially; past performance
is not a guide to future performance; and levels and basis of, and
reliefs from, taxation may change from time to time. Changes in
foreign exchange rates may have an adverse effect on the price,
value or income of an investment.

Professional advice, including tax advice, should be sought if
investors are in doubt. The value of investments and the income
from them may fall as well as rise and is not guaranteed, therefore
investors may not get back the original amount invested; the
value of an investment may fall suddenly and substantially; past
performance is not a guarantee of future performance and is not
indicative of any specific investment; and levels and basis of, and
reliefs from, taxation may change from time to time. Changes in
foreign exchange rates may have an adverse effect on the price,
value or income of an investment.

No representation is made with respect to the accuracy and
completeness of this publication. Possible errors orincompleteness
of the information contained in this publication do not constitute
grounds for liability. Neither CBH nor any other members of its
Group are liable for the information contained in this publication.

This publication may only be distributed in countries where
its distribution is legally permitted by CBH’s local entities. This
publication is not directed to any person in any jurisdiction where
(by reason of that person’s nationality, residence or otherwise)
such publications are prohibited.

This publication is protected by intellectual property rights. Its
reproduction, distribution or publication by any person for any
purpose without CBH’s express prior written authorization is
prohibited. All rights reserved.
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Important Distribution Information

Switzerland — This publication is distributed by CBH Compagnie
Bancaire Helvétique SA, an authorized and regulated entity
by the Swiss Financial Market Supervisory Authority FINMA in
Switzerland.

The Bahamas — This publication is distributed to clients of CBH
Bahamas Ltd. and is not intended for distribution to persons
designated as a Bahamian citizen or resident for the purposes of
the Bahamas Exchange Control Regulations and rules. Thus, it is
only intended for persons who are designated or who are deemed
non-residents.

Hong Kong - This publication is published by CBH Compagnie
Bancaire Helvétique SA, and is distributed by CBH Asia Limited
on its own behalf to its clients. CBH Asia Limited is a company
licensed with the Hong Kong Securities and Futures Commission
(SFC), and registered with the Mandatory Provident Fund Schemes
Authority (MPFA) and the Insurance Authority (IA).

UK - This publication is distributed to clients of and by CBH Wealth
UK Limited, authorized and regulated in the United Kingdom by
the Financial Conduct Authority [FRN 514546]. This document is
intended for general information purposes, and not considered
as investment research. For full information on CBH Wealth UK
Limited communications, please visit our website or speak to your
Relationship Manager.

United States of America — Neither this publication nor any
copy thereof may be sent, taken into or distributed in the United
States of America or to any U.S. person.

This publication may contain information obtained from third
parties, including ratings, scoring measures, prices and other
data. Reproduction and distribution of third-party content in any
form is prohibited except with the prior written permission of the
related third party. Third-party content providers do not guarantee
the accuracy, completeness, timeliness or availability of any
information, including ratings, and are not responsible for any errors
or omissions (negligent or otherwise), regardless of the cause, or
for the results obtained from the use of such content. Third-party
content providers give no express or implied warranties, including,
but not limited to, any warranties of merchantability or fitness
for a particular purpose or use. Third-party content providers
shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including lost income or profits
and opportunity costs) in connection with any use of their content,
including ratings. Credit ratings are statements of opinions and are
not statements of fact or recommendations to purchase, hold or
sell securities. They do not address the market value of securities
or the suitability of securities for investment purposes, and should
not be relied on as investment advice.

Copyright and rights in database exist in this publication and may
not be reproduced, distributed or published by any person for

any purpose without the prior express written consent of CBH
Compagnie Bancaire Helvétique SA. All rights are reserved.

All data as at September 2025
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